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part) of a securitization transaction is
permitted to sell or hedge any eco-
nomic interest in the securitization
transaction if the conservator or re-
ceiver has been appointed pursuant to
any provision of federal or State law
(or regulation promulgated thereunder)
that provides for the appointment of
the Federal Deposit Insurance Corpora-
tion, or an agency or instrumentality
of the United States or of a State as
conservator or receiver, including
without limitation any of the following
authorities:

(i) 12 U.S.C. 1811;

(ii) 12 U.S.C. 178T7;

(iii) 12 U.S.C. 4617; or

(iv) 12 U.S.C. 5382.

(4) Revolving pool securitizations. The
provisions of paragraphs (f)(1) and (2)
are not available to sponsors of revolv-
ing pool securitizations with respect to
the forms of risk retention specified in
§267.5.

Subpart D—Exceptions and
Exemptions

§267.13 Exemption for qualified resi-
dential mortgages.

(a) Definitions. For purposes of this
section, the following definitions shall
apply:

Currently performing means the bor-
rower in the mortgage transaction is
not currently thirty (30) days or more
past due, in whole or in part, on the
mortgage transaction.

Qualified residential mortgage means a
“‘qualified mortgage’ as defined in sec-
tion 129C of the Truth in Lending Act
(15 U.S.C.1639¢) and regulations issued
thereunder, as amended from time to
time.

(b) Exemption. A sponsor shall be ex-
empt from the risk retention require-
ments in subpart B of this part with re-
spect to any securitization transaction,
if:

(1) All of the assets that collateralize
the asset-backed securities are quali-
fied residential mortgages or servicing
assets;

(2) None of the assets that
collateralize the asset-backed securi-
ties are asset-backed securities;

(3) As of the cut-off date or similar
date for establishing the composition
of the securitized assets collateralizing

§267.13

the asset-backed securities issued pur-
suant to the securitization transaction,
each qualified residential mortgage
collateralizing the asset-backed securi-
ties is currently performing; and

(4)(i) The depositor with respect to
the securitization transaction certifies
that it has evaluated the effectiveness
of its internal supervisory controls
with respect to the process for ensuring
that all assets that collateralize the
asset-backed security are qualified res-
idential mortgages or servicing assets
and has concluded that its internal su-
pervisory controls are effective; and

(ii) The evaluation of the effective-
ness of the depositor’s internal super-
visory controls must be performed, for
each issuance of an asset-backed secu-
rity in reliance on this section, as of a
date within 60 days of the cut-off date
or similar date for establishing the
composition of the asset  pool
collateralizing such asset-backed secu-
rity; and

(iii) The sponsor provides, or causes
to be provided, a copy of the certifi-
cation described in paragraph (b)(4)(i)
of this section to potential investors a
reasonable period of time prior to the
sale of asset-backed securities in the
issuing entity, and, upon request, to
the Commission and its appropriate
Federal banking agency, if any.

(c) Repurchase of loans subsequently
determined to be mon-qualified after clos-
ing. A sponsor that has relied on the
exemption provided in paragraph (b) of
this section with respect to a
securitization transaction shall not
lose such exemption with respect to
such transaction if, after closing of the
securitization transaction, it is deter-
mined that one or more of the residen-
tial mortgage loans collateralizing the
asset-backed securities does not meet
all of the criteria to be a qualified resi-
dential mortgage provided that:

(1) The depositor complied with the
certification requirement set forth in
paragraph (b)(4) of this section;

(2) The sponsor repurchases the
loan(s) from the issuing entity at a
price at least equal to the remaining
aggregate unpaid principal balance and
accrued interest on the loan(s) no later
than 90 days after the determination
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that the loans do not satisfy the re-
quirements to be a qualified residential
mortgage; and

(3) The sponsor promptly notifies, or
causes to be notified, the holders of the
asset-backed securities issued in the
securitization transaction of any
loan(s) included in such securitization
transaction that is (or are) required to
be repurchased by the sponsor pursuant
to paragraph (c)(2) of this section, in-
cluding the amount of such repur-
chased loan(s) and the cause for such
repurchase.

§267.14 Definitions applicable to
qualifying commercial loans, quali-
fying commercial real estate loans,
and qualifying automobile loans.

The following definitions apply for
purposes of §§267.15 through 267.18:

Appraisal Standards Board means the
board of the Appraisal Foundation that
develops, interprets, and amends the
Uniform Standards of Professional Ap-
praisal Practice (USPAP), establishing
generally accepted standards for the
appraisal profession.

Automobile loan:

(1) Means any loan to an individual
to finance the purchase of, and that is
secured by a first lien on, a passenger
car or other passenger vehicle, such as
a minivan, van, sport-utility vehicle,
pickup truck, or similar light truck for
personal, family, or household use; and

(2) Does not include any:

(i) Loan to finance fleet sales;

(i1) Personal cash loan secured by a
previously purchased automobile;

(iii) Loan to finance the purchase of
a commercial vehicle or farm equip-
ment that is not used for personal,
family, or household purposes;

(iv) Lease financing;

(v) Loan to finance the purchase of a
vehicle with a salvage title; or

(vi) Loan to finance the purchase of a
vehicle intended to be used for scrap or
parts.

Combined loan-to-value (CLTV) ratio
means, at the time of origination, the
sum of the principal balance of a first-
lien mortgage loan on the property,
plus the principal balance of any jun-
ior-lien mortgage loan that, to the
creditor’s knowledge, would exist at
the closing of the transaction and that
is secured by the same property, di-
vided by:
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(1) For acquisition funding, the lesser
of the purchase price or the estimated
market value of the real property
based on an appraisal that meets the

requirements set forth in
§267.17(a)(2)(ii); or
(2) For refinancing, the estimated

market value of the real property
based on an appraisal that meets the
requirements set forth in
§267.17(a)(2)(ii).

Commercial loan means a secured or
unsecured loan to a company or an in-
dividual for business purposes, other
than any:

(1) Loan to purchase or refinance a
one-to-four family residential prop-
erty;

(2) Commercial real estate loan.

Commercial real estate (CRE)
means:

(1) A loan secured by a property with
five or more single family units, or by
nonfarm nonresidential real property,
the primary source (50 percent or more)
of repayment for which is expected to
be:

(i) The proceeds of the sale, refi-
nancing, or permanent financing of the
property; or

(ii) Rental income associated with
the property;

(2) Loans secured by improved land if
the obligor owns the fee interest in the
land and the land is leased to a third
party who owns all improvements on
the land, and the improvements are
nonresidential or residential with five
or more single family units; and

(3) Does not include:

(i) A land development and construc-
tion loan (including 1- to 4-family resi-
dential or commercial construction
loans);

(ii) Any other land loan; or

(iii) An unsecured loan to a devel-
oper.

Debt
means:

(1) For qualifying leased CRE loans,
qualifying multi-family loans, and
other CRE loans:

(i) The annual NOI less the annual re-
placement reserve of the CRE property
at the time of origination of the CRE
loan(s) divided by

(ii) The sum of the borrower’s annual
payments for principal and interest

loan

service coverage (DSC) ratio
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